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Abstract 
In Romania and not only 
 
amounts saved towards new growth opportunities. Yet, the fiscal options of economic agents have limits, too. Fiscal optimization 
methods are more often than not found at the fragile borderline between legal and illegal. Therefore, the fiscal cost optimization 
process frequently comprises the trend of using creative accounting techniques. 
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1. Introduction 
An importat role in fiscal cost optimization procedure is played by the accounting policies agreed upon by 
company management. Such accounting policies provide the ability to choose among several variants approved by 
legislative and regulatory acts.  
The freedom when making up accounting policies and choosing accounting methods although positively 
appreciated in terms of its creativity has always been a source of controversies on building and accepting the 
accounting truth. The accounting policies set and improved by enterprise management should ensure the provision 
of relevant and trustworthy information. 




2. Perspectives of fiscal optimization and creative accounting 
What is the optimization of fiscal costs?  
formed within the legislation aiming at reducing tax duties by:  
 Exempting, decreasing, delaying fiscal duties;  
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 Timely reclaiming fiscal outstanding debts or avoiding to detain fiscal outstanding debts thus allowing 
for lower funding costs of fiscal obligations;    
 The chance to make up for the fiscal losses from subsequent fiscal outcomes;   
 Capitalizing the fiscal legislation in order to reach maximum level of fiscal deductions and the fewest 
circumstances when fiscal deductions are not accepted;  
 Developing/Performing taxable operations in areas where the tax level, fiscal costs and risks are the 
lowest.  
Fiscal optimization is not the result of abuses in interpreting fiscal law or facts that contravene fiscal legislation. 
Fiscal optimization solutions i
interests, not by argumentations or interpretations of the law only in favour of taxpayers.  
What does the optimization of fiscal costs not mean? 
Any activity performed within or outside the legislation whose purpose is tax duty evasion by the deliberate, 
clear intention to avoid fiscal legislation by:    
 Concealing the taxable base and tax subjects;  
 Erroneously stating the incomes or taxable base with a view to reducing fiscal obligations;  
 Abusively interpreting the fiscal legislation only in favour of taxpayers;  
 The lack in transparency and/or truncated or partial reporting of transactions, transaction subjects or 
taxable base;   
 Carrying out transactions without specific documentation and reports;  
 Fiscal fraud;  
 
exemption, higher fiscal deductions, and lower amounts that are not admitted in fiscal deductions, with 
no justification or legal basis.  
What is creative accounting?  
Creative accounting is one of the manipulative practices having been strongly enhanced in the financial field as 
time has passed. Although such a practice obeys the law, it deliberately misleads financial information users thus 
making up a false image of a company. Nowadays, creative accounting has become a complex, evolutive 
phenomenon with effects that worry in-field specialists.  
Most researchers believe it is characterized by two aspects: 
 the use of professional reasoning to solve issues that at least at present have no accounting 
normalizations;  
 
financial status and performance.  
The dual, emphatic feature can lead to the most substantial definition supported by Naser (quoted by Feleaga and 
Malciu). Therefore, creative accounting is:  
 the process by which, since there are rule breaches, accounting figures are manipulated and, thanks to 
flexibility, assessment and information practices are selected which allow the transformation of financial 
circumstances from what they should be into what managers would like them to be;    
 the process by which transactions are made up so that to allow the generation of the desired accounting 
outcome.  
Malo and Giot (quoted by Malciu) stated that creative accounting is originally virtuous and provides general 
accounting with means to enable the former to keep up with the growth of markets and the augmentation of financial 
pr  
Malciu  costs 
 of competence; uncertainty and risk; variety of economic activities; 
blind spots of accounting concepts; attitude of financial-accounting information users;  enterprise dematerialization; 
enterprise globalization; lack or scantiness of national accounting norms. 
Creative accounting is used to impress the users of accounting information. It is a work executed ingeniously by 
subtle, sophisticated practices which allow for its delayed tracking down. This type of accounting derives from 
standard accounting and occurs because of the ineffectiveness in a field of activity. Distorting accounting 
investors, business partners and the state.  
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3. Optimization of fiscal costs by creative accounting techniques 
During the activities performed within companies, accounting principles and methods can be used in order to 
influence fiscal tasks. Thus, by means of approved accounting policies, companies may choose a variant from 
among several opportunities allowed by legislative and normative statutes. For instance, entities can choose the: 
method of tangible assets depreciation; interest capitalization or its recognition as expense; option for stock 
evaluation method; reassessment of physical assets or keeping their historical costs.   
Entities redeem tangible assets using one of the depreciation regimes below:  
 linear depreciation done by equally including some fixed amounts into exploitation expenses set in 
proportion with the number of years during which they are economically used;   
 regressive depreciation which means multiplying linear redemption quotas by a certain rate when the 
legislation in force can be taken into account;  
 accelerated depreciation which means including during the first working year a redemption of up to 50% 
of the physical asset entry value into exploitation expenses. Annual redemptions for the following 
financial exercises are calculated upon the remaining value to be redeemed after the linear regime as 
compared with the remaining years of use.  
Choosing from among the three methods to redeem tangible assets has different influences upon company 
accounting results.  
Example 1: 
On 31 December 2010, a company purchases a technological equipment whose entry value is 350,000 m.u. 
(monetary unit) and its life cycle lasts ten years. The status of depreciation expenses calculated by the three methods 
and their reflection in the profit and loss account for exercise 2011 is the following:   
Linear depreciation cost: = 350,000 m.u. x 10% = 35,000 m.u. 
Degressive depreciation cost: = 350,000 m.u. x 20% = 70,000 m.u. 
Accelerated depreciation cost = 350,000 m.u. x 50% = 175,000 m.u. 
Accounting result = Total revenues  Total expenses  








Turnover 3,404,102 3,404,102 3,404,102 
Depreciation expenses (35,000) (70,000) (175,000) 
Expenses for raw materials and  
consumables 
(405,130) (405,130) (405,130) 
Salaries and social expenses (507,456) (507,456) (507,456) 
Other operating expenses (735,200) (735,200) (735,200) 
Accounting result* 1,721,316 1,686,316 1,581,316 
*Accounting result = Turnover  (Depreciation expenses + Expenses for raw materials and consumables + 
Salaries and social expenses + Other operating expenses) 
A company finds it easier to apply the linear regime which fiscally means a normal way of depreciation. The 
linear method relies on the hypothesis that depreciation depends only on time, but it is not appreciated because it 
does not correspond to reality.  
Degressive depreciation 
results, namely impaired fiscal costs.   
As far as accelerated depreciation is concerned, the accounting result is at its lowest level during the first usage 
tangible asset is rarely consumed up to 50% during the first year, the consequence is that the accelerated 
depreciation method is less frequently used for accounting purposes. In order to actually benefit from a fiscal 
advantage, it would be recommended in relation with this method that fixed assets should be capitalized after their 
first operating year.  
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Additionally, companies may choose between interest capitalization and its recognition as an expense. According 
to basic accounting, interest expenses are to be recognized as expenses at the times of their emergence, whereas 
alternative treatment allows the capitalization of these costs as they can join the construction of the respective asset.   
g 
treatment leads to recognizing certain high expenses during practice which decreases profit taxable base and 
implicitly outstanding profit taxes, since interest expenses are wholly inferential at present and interest expense 
deductibility depends on capital loan level. Their deductibility is currently integral if capital loan level is lower than 
or equal to three. If not, they are carried forward to the following period up to their integral deductibility.   
Alternative accounting treatment allows the capitalization of loan costs which removes them from the register of 
expense accounts within exercises, as they are capitalized in asset costs. Yet, this treatment helps avoid expenses 
within the current exercise as these capitalized costs are to be subsequently found within the expenses of future 
exercises by means of redeeming the respective assets. Consequently, loan costs are shared along several exercises 
and expenses are gradually deducted from taxable results.   
Example 2: 
A company procures end products at their production cost, that is 100,000 m.u. (excluding interest). The outcome 
shall be dif s decision whether or not to capitalize interest expenses.  
Applying the accounting treatments mentioned herein has the following impact upon the profit and loss account:  
Table 2. Extract from profit and loss account 
            
Elements Interest is 
capitalized 
Interest is not 
capitalized 
Turnover 3,404,102 3,404,102 
Revenues associated with costs of 
completed production 
104,000 100,000 
Expenses for raw materials and  
consumables 
(405,130) (405,130) 
Salaries and social expenses (507,456) (507,456) 
Other operating expenses (735,200) (735,200) 
Operating outcome* 1,860,316 1,856,316 
Interest-related expenses - (4,000) 
Accounting result** 1,860,316 1,852,316 
*Operating outcome = (Turnover + Revenues associated with costs of completed production)  (Expenses for 
raw materials and consumables + Salaries and social expenses + Other operating expenses) 
**Accounting result = Operating outcome - Interest-related expenses 
Excluding interest-related expenses from the costs of completed production leads to a lower accounting result, 
namely to an inferior fiscal cost.   
in compliance with IAS 2: purchasing 
price; import and other fees (except those an enterprise can reclaim from fiscal authorities); transport and handling 
costs; other costs which can be directly attached to the acquisition of end products, materials and 
According to the desired outcome, the expenses for completed production acquisition shall be manipulated, meaning 
they shall or shall not be included in the purchasing cost.  
Example 3: 
A company purchases goods under the following circumstances
 m.u. 
The company manager may or may not choose to include transport expenses in the purchasing cost, thus reaching 
different accounting results.  
If transport expenses are not included in the purchasing price, there should be a service providing contract 
concluded with the company ensuring transportation, otherwise expenses are unjustified and cannot be fiscally 
deductible.  
  Table 3. Extract from profit and loss account 
            
Elements Transport expenses are 
included in purchasing 
cost  
Transport expenses are 
excluded from purchasing 
cost 
Sale of goods purchased for resale 35,600 35,600 
Expenses related to goods for resale (21,000) (20,000) 
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-purchasing price 19,500 19,500 
-transport expenses 1,000 - 
-handling expenses 500 500 
Accounting result* 14,600 15,600 
*Accounting result = Sale of goods purchased for resale - Expenses related to goods for resale 
It can be noted that the company decision to include transport expenses in the purchasing price leads to an 
inferior result. 
4. Conclusions 
Within the legal framework set up by the public authority, in order to tackle an issue, an enterprise can choose 
from among several accounting methods and techniques whose fiscal incidences are different. Fiscal options of 
economic agents have limits, though. Firstly, it is the matter of juridical limits in order not to reach tax evasion. 
Then, one should take account of an opportunity limit which derives 
challenges are certain strategic objectives. Sometimes, the best fiscal choice does not necessarily happen to be the 
best solution to an enterprise from the perspective of its growth strategy. 
Effective fiscal management helps optimize fiscal costs within an enterprise. Rating tax, fee and duty expenses 
should be done so that to reach the possibly lowest legal level. Yet, in the context where the transition from proper 
to creative accounting can be so easily made, one should not ignore that fiscal cost minimization must not affect the 
usefulness and credibility of financial positions.   
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